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Manchuria witn its large undeveloped land areas 
of tne last of the pioneer agricultural countries in the tem- 
perate zone. Development was retarded by the small population 
and the restrictive immigration policy which existed prior tc 
1900, but since that time the agricultural area has expanded 
considerably. Soybeans have proved to be deeeetaly adapted 
to Manchurian conditions and are the most important commercial 
crop. During the past several years, attempts have been made 
to increase the production of such crops as cotton, tobacco, 
and wheat. There are, however, definite limitetions to the 
possibilities of increasing the production of these crops, oi 


) 


mich the United States has in the past sunplied large 
which the Unit Stat has in the past sunplied larg 
Quantities to the Oricnt. 


Manchuria is one of the younger agricuisures regions, which bids 
fair to play an increasinzly important role in the world's agricultural 
economy. Despite the occasional claim that Manchuria won the ti 
"the granary of Asia" centuries ago, this territory was a primit 
sparsely-settled agricultural and cattle grazing country until a 
last decade of the nineteenth century. In the course of 1 
years, — and particularly during the third decade of this century, 

agricultural development of Manchuria made such rapid strides tnat 
ee egely 1919 and 1930 its cultivated area was doubled. 


Two factors were responsible for this development: the removal of 
all officiel barrie ? to Chinese immigretion into Manchuria toward tne 
end of the nineteenth century, and the laying of a network of railways 
beginning after a "wie of the century. At the present time, 24,000,000 
persons, representing 84 percent of the total population, are engaged in 
the cultivation of 34,000,000 acres, or less than half the total arable 
land. Farming is geared to a world market, and in 1935 the value of 
ricultural ss toile consisting of both raw and finished products, ac- 
counted for about 60 percent of Manchuria's total export trade. 
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* Assistant Agricultural Economist, Bureau of Agricultural Economics. 
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Manchurian Agriculture 


Manchuria is touched by the Yellow Sea and the Gulf of Chihli; while 
on the west, China Proper and Wastern Inner Mongolia mark Manchuria's 
boundaries. 


Climate temperate, rainfal 


Sa +. 
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i.anchuria has a temperate continental climate, characterized by 
an extreme difference in temperature between summer and winter, low nu- 
midity, high evaporation, and relatively little rainfall. The winters 
in iwanchuria are long, severe, and dry; the dryness becomes extreme in 
the spring, while terrific winds sweep in the "yellow dust" from the 
Mongolian desert. The summers are short, and generally hot and wet, 
while the usually dry autumn makes ideal weather for harvesting. In 
North l:anchuria the average temperature in January, the coldest month, 
is O° F, and the average for July, the hottest month, is 70° F. In 
South Manchuria the respective averages are 9° F and 75.5° F. 


Manchuria is not endowed with an abundant rainfall; it averages 
around 2O inches annually, ranging from 26 inches in the south tq 14 
inches in the north. Yet the efficiency of the small volume of precipi- 
tation, from the point of view of Manchuria's chief staple crop, soy- 
beans, is relatively high because of its distribution. The period from 
June through August constitutes the rainy season, in the course of which 
from 70 to 80 percent of the rainfall occurs. The unfniling summer 
rains insure a sufficient volume of moisture for late cereal crops. 
Even if early crops, such as wheat, sometimes suffer when the rains are 
late, such crops as soybeans am kaoliang are sufficiently insured a- 
gainst serious droughts. This may explain why Manchuria has never known 
an absolute crop failure. 


The climatic conditions also impose some limitations upon 
Manchurian agriculture and particularly upon its future expansion. A 
great deal of land awaiting exploitation lies in the north, where the 
growing season is from 125 to 140 days, a period too short for a diver- 
sified agriculture. In some of the western sections of Manchuria the 
precipitation is so scan+ that the hazard of drought is always present. 
The soil conditions are favorable for a number of crops, but the suc- 
cess with soybeans, kaoliang, ami millet, all late maturing crops, is 
related to the climatic conditions peculiar to Manchuria. The same 
Climatic conditions make wheat and other early cereals uncertain crops, 
in view of the fact that the spring dryness is usually not broken un- 
til June. 


Soils naturally fertile 


Farming in Manchuria is confined to the Manchurian Plains, which 
extend over an area roughly estimated at 120,000 square miles. The 
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Plains are surrounded by mountains and hilly country on all sides, ex- 
cept for the narrow opening to the sea, in the South. The quality of 

the soil is not uniform. The black soils, rich in chemical and mineral 
matters, are to be found in the North; while brown soil, poorer in nitro- 
genous and organic matters, is centered in the South where farming has 
been practiced for a considerable time. 


liore specifically, in the southeastern sections, which include 
the basin of the Yalu River and the Liaotung Peninsula, the soil is 
sandy with a considerable mixture of gravel. The soil of some sections 
of the Manchurian Plain lying west of the railway between Mukden and 
Harbin is salty and of low productivity. In that part of the Southern 
Plain which comprises the entire basin of the Liao River, the best soils 
arc formed by alluvial deposits, but periodic floods limit their useful- 
ness to a certain extent. In general, however, this part of the Plain 
is well suited for agriculture. Practically the entire available land 
of this section has been put into use, with the result that the density 
of population in the entire southern section of the Plain is so great 
that it has become the source of migration to the central and northern 
sections of Manchuria. 


The Central Plain is dominated by the main course of the Sungari 
River and it represents Manchuria's most fertile agricultural region. 
The rich soil on either side of the river became the center of the 
greatest agricultural "doom" in recent years. The most extensive area 
of land yet to be brought under cultivation is in the north, where the 
quality of the soil, while inferior to that of the Central Plain, is 
generally considered well suited for agricultural expansion. 


Large areas undeveloped 


The arable land of Manchuria is estimated at 76,000,000 acres or 
35 percent of the total area. The sam is far from being fully utilized 
since the cultivated area of 34,000,009 acres is only 45 percent of the 
total arable land. The land under crops has declined somewhat during 
the past 5 years, but prior to that period the acreage increased rapidly 
and doubled between 1919 and 1°30. 


The utilization of the arable land varies from region to region. 
In certain sections of South Manchuria the land resources have been fully 
exploited, while in others, such as the North Manchurian districts, land 
available for cultivation has been touched but little. In general, the 
extent to which land has been brought under cultivation depends upon the 
degree of colonization of the area, and it therefore diminishes northward 
and westward. The following table shows the area ami distribution of 
land under cultivation, as well as the uncultivated land of Manchuria by 
provinces. 
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Land utilization in Manchuria, 1934 


Arable land 


Total ; Cultivated - Uncultivated 
Province: Total : ‘Percent : ‘Percent Percent ‘Percent 

‘area : Area : of i:dArea : of : of ‘Area : of 

; total : total ; arable : - arable 

: 1,000 : 1,000 : * 32,000: © ; * 1,000 


. acres +: acres !Percent: acres ‘Percent ‘Percent : acres ! Percent 


~J 
* 
1 


Lungkiang 29,855: 19,387! 64.9 : 4,789: 15.9 ! 24.5 ! 14,638! 
Heiho...: 27,135: 2,645: 9.7 : 125: : 4,7 } 2,520: 
} 13.5 $11,070: 


co 
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Sankiang: 26,574: 12,795: 48.1 } 1,725: 6,5 86. 
Pinkiang: 35,440: 16,122: 45.5 { 8,409: 23.7 : 52.2 : 7,713: 47.8 
Kirin...: 22,217: 11,063: 49.8 : 7,203: 32.4 ; 65.1 : 3,860: 34.9 
Chientao: 7,263: 996: 13.7 : 696: 9.6: 69.9 : 300: 30.1 
Antung..: 11,917; 1,246: 10.5 : 994: 8.3: 79.8 : 252: 20.2 
Liaoning! 21,139: 7,567: 35.5 ! 6,158: 29.1 : 81.4 :! 1,409: 18.6 
Chinchow: 9,751: 2,584: 26.5 } 2,455: 25.2 : 95.0 : 129: 5.0 
Jehol...: 23,866: 1,890: 7.9 : 1,590: 6.7 ; 84.1 : 300: 15.9 
Total. (215,157: 76,295! 35.5 $34,104: 15.9 ! 44.7 $42,191: 55.3 


Japan-Manchoukuo Year Book, 1937. pp. 838,839. 


Date on land utilization indicate that in South Manchuria from 65 
to 95 percent of the arable land already has been put to use. In many 
districts, particularly those favored with good transportation facilities, 
all the arable land is cultivated. In the Jehol province 84 percent of 
the cultivable land is tilled. Therefore, the future development of agri- 
culture in South Manchuria lies not so much in the extension of the land 
under cultivation as in an increase in the productivity of the soil already 
being worked. The greater portion of the uncultivated land is to be found 
in the north, northwestern, and northeastern districts of Manchuria, where 
the percentage of arable to the total land available for cultivation ranges 
fron 5 to 52 percent. Consequently, it would seem that the largest oppor- 
tunities for future agricultural expansion in Manchuria are to be found 
mainly in the territory north of the line of the Chinese Eastern Railway. 
It is of importance to note in this connection that the land already under 
cultivation is superior to the area left for cultivation insofar as climatic 
and soil conditions are concerned. Approximately 25 percent of the unde- 
veloped area is of a decidedly low quality, while the balance of the land 
is on the whole of average or above average quality. 


Expansion Due to Railways and Immigration 


The geographic position of Manchuria, the climatic conditions, and 
the quality of the soil were such as to make feasible the region's agri- 
cultural expansion. But the very rapid pace of this expansion which has 


been taking place in recent years was due chiefly to the intensity of 
Chinese colonization and to the railways which gave impetus to it. 


Until late in the nineteenth century Chinese penetration into 
Manchuria was greatly restricted by. the Manchurian authorities. Never- 
theless, the steady movement, although~small in numbers, was sufficiently 
strong to overcome some of the obstacles. Over a period of almost 4 
centuries, Chinese immigrants gradually succeeded in occupying the land 
suitable for cultivation in the southern section of the Manchurian Plains. 
By 1900, however, the central and northern sections of the Plains, mere 
a large part of the good agricultural land is concentrated, were almost 
uninhabited. Settlement in these sections has been taking place rapidly 
since the close of the last century, during which period the Chinese 
immigration into Manchuria has assumed a mass character. The construction 
of the Chinese Eastern Railway by the Russians, followed by an agricul- 
tural and industrial development, facilitated and encouraged a more rapid 
colonization of Manchuria. At the same time, conditions in China Proper 
made it imperative for an ever-growing mumber to leave in search for new 
land, The recurring famines in China, agrarian overpopulation, heavy tax- 
ation, and ill-effects of civil war, as well as the adverse effect of a 
number of other social and economic factors to which farmers have been 
subjected in China, caused this flow of population into the wide open spaces 
of the Manchurian Plains. The peak was reached in the period 1927-19<9 
when more than 1,000,000 Chinese entered Manchuria each year. The Manchuria 
"incident" of September 1931, which eventually resulted in the separation 
of the region from China, caused a sharp decline in the number of immigrants. 
At the present time, the Government has embarked on a policy of controlling 
and restricting immigration into Manchuria. 


Chinese immigration into Manchuria, 1923-1935 


Year Entering ; Leaving Net Gain 
‘+ Number ‘+ Number ‘ Number 
1923..........5 433,689 : 286,761 : 146,928 
1926...:..0s00 492,470 +: 232,780 : 289,750 
1925....sec0008 823,770 ; 214,547 : 316,223 
1926......... 607,352 : 229,392 : 307,900 
1987... .0.0<0008, 180,747 +: 816,560 :. 043,298 
1928........++e:,074,467 +: 381,087 : 693,380 
1929..........:1,046,291 : 601,392 : 444,899 
1930........000: “748,088 +. 468,506 : 259,709 
LIS). « sccesner 60,008: 40h... : 6,063 
LOSR..coscecce: 456,008 : 48,785 : 84,749 
1933..........: 618,962 : 497,246 : 121,716 
1934..........: 690,925 : 439,628 : 251,297 
035..........' 519,552 : 495,009 : 24,543 
Fifth Report on Progress in Manchuria to 1936. 
issued by the South Manchurian Railway Dairen, July 1936. 
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Manchurian Agriculture 


The Manchurian railways not only facilitated the colonization 
of the region, but actually.shaped its economic structure. In this 
territory of self-sufficient peasant farming there was not only an ab- 
sence of any economic contact with the cutside world, but different 
districts were even isolated from each other. It remained for the 
railways to consolidate Manchuria into a single economic unit. Until 
the opening of the Chinese Eastern Railway and later the South Manchurian, 
commerical farming was practically non-existent inasmuch as the local 
markets provided an extremely limited demand for farm products. But 
when the railroads furnished an outlet in the Far East as well as in 
the world markets for the products of the newly-opened land, a basis 
for commercial farming was created. As new land was being put into 
cultivation, South Manchuria was increasing the demand for wheat flour, 
the Russian mills in North Manchuria and the bordering regions of Russia 
and Far East were demanding more grain, while Japan and Western Europe 
were in the market for soybeans and derivative products. 


Characteristics of Manchurian Agriculture 


Large proportion of tenant farms 


The total number of farms in Manchuria is estimated at 4,800,000, 
with a rural population of about 24,000,000. The average size of a farm 
would be 7 acres if the total cultivated land were more or less evenly 
distributed. In reality, however, great numbers of Manchurian famers 
own less than 7 acres, while a considerable group owns no land at all and 
is compelled to farm on rented land. On the other hand, in North Manchuria 
15 percent of the farmers and large land owners (based on an estimate of 
700,000 farms) possess 50 percent of all the cultivated land. The signifi- 
cance of this unequal land distribution is reflected in the widely-spread 
tenant farming which plays an important role in Manchuria's rural economy. 


Data are not availaWle concerning the acreage of the tenant farms, 
but it is estimated that in this relatively young pioneering agricultural 
country, 30 percent of the entire farm population are tenant-farmers, who 
have no land of their own. The manner in which the free land reserves 
were disposed of was responsible for this development. The "free land" 
of Manchuria was not free insofar as the immigrant was coneerned. Vast 
tracts of land were turned over to a small group in full ownership at 
very low or unusual prices. "The result is", as one writer pointed out, 
"that of the thirty million Chinese who went to Manchuria, a very large 
proportion went under what amounts to a system of labor recruiting which 
settled them on these crown lands, nominally as tenant farmers, but actu- 
ally as little more than agricultural laborers with scant hope of ever 
achieving land-ownership or economic independence." 1/ There are a great 


1/ Alsberg, Carl L., "The Struggle for Food", in "Empire in the East", 
edited by Joseph Barnes. p. 224. 
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many tenant-fermers who are also small landholders. Inability to secure 


a livelihood from, their small plots compels them to lease additional land. 
This group of tenant-fermers accounts for nearly 20 percent of the entire 
Menchurian farm populetion. It appears, therefore, "that approximately 
one-half of the Manchurian farmers must depend more or less for their live- 
lihood upon the cultivation of leased land."2/ 


The difficult economic status of the tenent-farmers is reflected 
in the conditions under which land is leased. The agreements between the 
lendlords and the tenants are usuelly oral and seldom written. The con- 
tracts are arranged for a period of 1 to 5 years but, as an orel agreement 
is less binding than a written one, there is always the danger that the 
landlord will recover the leased lend with little or no notice. This is 
one of the factors contributing to the "rackrent" situation in Manchurie. 


Sharecropping is the prevalent system of land leasing. Land rents 
range from 40 to 60 percent of the crop, depending upon the price of the 
land and a veriety of other terms under which the land is turned over to 
the tenant. In the newly cultiveted districts of North Manchurie where 
the landlords provide the tenants with the land and all the required 
materials and implements "land rents ere exorbitantly high, and the tenants 
are entitled to less than 30 percent of the proceeds from their farms." 2/ 
Hence, the conclusion that "nowadays land rents evidently are not land 
rents in the strict sense, they being figured out so as to devolve upon 
the tenants a considerable portion of the burdens that should be borne by 
the landlords." 2/ With the major part of the crop:turned over to the 
owners of the land, the income of a lerge group of farmers is cut to a 
minimum; capital accumulation end improvements on the farms in one form 
or another are aimost impossible. It is admitted in officiel circles 
that the tenancy system as it operates in Manchuria, "smacking strongly 
of feudalism, inevitably accelerates a retrogressian of farming tech- 
nique." 3/ 


High percentage of small farms 


Farming is carried on in units greatly varying in size. They 
range from very small holdings of an acre or so to holdings covering 
several hundred ecres. The latter are the exception, however, for 
generally speaking, large-scale farming is not practiced. There are 
only eae dozen estates of some 4,000 ecres each, and very few farms be- 
tween 250 and 500 acres in size. Figures.dealing with 700,0C0O farms 
in North Manchuria, where land is more plentiful, show that 45 percent 
of the total are between 18 and 54 acres in size, while 36 percent of 
ell the farms range from 2 to 18 acres each. In South Manchuria, where 
the density of farm population is greatest, the average size of a farm 


2/ Jepan-Menchoukuo Year Book, 1937, p. 840. 
3/ Ibid, p. 844. 
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is considerably smaller than in the North. An investigation of 11,000 
farms in a typical agricultural section of South Manchuria reveals that 
62 percent have only 10 or less acres per farm. It may be concluded, 
therefore, that the rural ecom»my of Manchuria is based upon small peas- 
ant agriculture. 


Agriculture generally intensive 


A characteristic feature of Manchurian agriculture is that the 
immigrants have brought with them most of the farming practices in 
which they were trained in Chine. Some of them are reflected in the 
extensive use of human labor, in the simplicity of farm tools and im- 
plements, and in the ebsence of fallow. In Manchurie, as well as in 
China, the farmers aim to receive a maximum return from a unit of land 
through the intensive application of human labor and a minimum expendi- 
ture of capital in the form of animal power and modern agricultural 
equipment; though compared with the agricultural practices in China 
Proper, agricultural practices in Mencnurie are of a somewhat less in- 
tensive character. , 


The agricultural implements used give rise to this type of labor 
utilization. They are quite crude, made of wood and supported by small 
pieces of steel only in important places. Many of the implements are 
mede by the farmers themselves and are designed to be used either with 
manuel or animal power. Their efficiency is quite low, but the lack of 
capital on the part of great numbers of farmers prevents them from pur- 
chasing more modern agricultural equipment. The investment in implements 
is therefore small, amounting on the everage to 4 percent of the total 
farm investment. 


Cultivation methods crude 


A peculiar but widespread practice in the sections where drainage 
is necessary is the ridge system of cultivation. By means of primitive 
Ploughs the fields are covered with parallel rows of interchanging ridges 
and furrows. The seeds are planted in tht ridges after which the ridges 
are rolled down. In periods of drought, thé ridges attract moisture from 
the atmosphere during the night, while during period of excessive rains 
they allow the surplus water to be dreined off by tne furrows. The 
basic importance of this system of land cultivation is that it makes fal- 
lowing unnecessary, since the alternation of ridges and furrows provides 
& rest for part of the area under cultivation. The crop rotation system 
practiced is that of three, four, or five fields, depending upon the soil 
and climatic cénditions, size of the farms, availability of seeds, and 
esricultural prices. The essential pert of crop rotation is soybeans, 
for which climatic and soil conditions are most favorable, and which are 
important as an export product and an item of local diet. <A common rota- 
tion is somewhat as follows: in North Manchuria, soybeans, wheat, kaoliang, 
and millet; in South Manchuria, wheat is generally omitted. 
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The manner.in which the land in Menchurie is worked has led to 
what one writer termed, "the highway robbery" of the soil. The effects of 
this are particularly noticeable in certain sections of South Manchuria, where 
agriculture hes been cerried on for 490 years. Manchurian farmers generally 
do not fertilize the soil until its fertility begins to show definite signs 
of decline. For this reason fertilizers are most extensively used now in 
South Menchuria, while in North Manchuria the fresh and not yet exhausted 
lands ere not fertilized. Menure is the common fertilizer, while chemical 
fertilizers are used hardly at all. 


eineal 


The wincipal crops of Manchuria are soybeans, kaoliang, millet, 
corn, wheat, and rice among ths grains, and perille, cotton, hemp, and 
tobacco emong the technical crops. The distribution of the crop area 
in Manchuria is shown in the following table: 


Distribution of crop acreage in Manchuria, 1936 


Crop Area ‘ Percentage of total 
‘1,000 acres Percent 
Soybeans......e.eees ieeek eee 8,571 24.9 
De RS conc sesvewenset ew 934 2.7 
ET OR Pe eee ee 7,397 21.5 
eee eee ea 6,313 18.3 
Pitt oeaw eis bueeebaccaeewes ; 3,244 9.4 
ET Oe ae ee Pere ee ee 2,794 ; 7.8 
ST or oe: 433 | La 
BaOe: (wp lath).«..cescesess ened 282 | 8 
Other grains......sccecsecece: 2,429 : 7.0 
SS EEO POET FELT STE PTT Tye 176 : Ae 
PE tbh wh bes neneedekix “3 A423: 1.3 
Other technical crops........- 1,542: _4,5 
| eee ere ee 34,473 ° 100. 


JOint estimate compiled by South Manchuria Railway, State Rail- 
ways, Department of Industry, and Department of Mongolia 
Administration. | 


In 1936, technical and vegetable crops were estimated at 2,166,000 
acres, Or 6 percent of the total crop area. Manchuria, therefore, in the 
bresesnt stage of agricultural development is essentially a producer of 
grains. A fourth of the entire cultivated acreage is devoted to soybeans; 
Kaoliang with 22 percent, millet with 18, corn with 9, and wheat with 8 
percent of the total acreage, make up the other four important crops. 
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Soybeans the major commercial crop 


The soybean is Manchuria's premier crop. In recent years it has 
accounted for about 25 percent of the region's entire grain output, and 
it represents 30 to 35 percent of the world soybean production. So pre~ 
dominant is the position of the soybean, bean cake, and bean oil in the 
trade of Manchuria, that these commodities constitute 80 percent of 
the value of all agricultural exports and more than 53 percent of the 
tatal value of all Manchurian exports. This indicates quite clearly 
that the soybean is not just a major crop but the very foundation upon 
which the economic life of Manchuria rests. 


The important position of this staple may be attributed to a 
number of factors. Among them are the soil and climatic conditions, 
which are very favorable for the cultivation of the crop; the almost 
complete immunity of the plant to all kinds of disease; the fact that 
the failure of a soybean crop seldom occurs; and the sharply fluctuating 
yields of wheat, the second imoortent cash crop in Manchuria, which makes 
the latter a less reliable croo. The combination of these élements, to- 
gether with the railway development and colonization of the country, made 
possible the expansion of soybean production in Menchuria. But it was 
the growing world demand for soybeans that brought ebout its spectacular 
rise as an international commodity. The ever-increasing demand for soy- 
beans was but a reflection of numerous uses to which they are being put 
the world over. These uses fall mainly into four categories: human food, 
fodder, raw materiel for a great variety of industrial purposes, and a 
fertilizer in the form of bean cake. 


Soybeans have been cultivated in Manchuria for centuries, but un- 
til about the middle of the 19th century the output was small and their 
utilization was limited chiefly to local consumption. With the improve- 
ment in the methods of oil extraction from soybeans and the general in- 
crease of their usefulness, soybean production greatly increased. Pre- 
vious to 1908, Manchurian soybeans were shipped only to China end Japan. 
The first shipment of beans to England, which took place in 1908, amounted 
to less than 4,000 bushels but met with such instant success that it in- 
sured Manchuria an important place in international trade. With the ex- 
tension and expansion of the market in Japan, China, and Furope, soybean 
Production increased very rapidly and by 1929 Manchuria was exporting almost 
193,990,000 bushels of soybeans, about 1,550,00C short tons of bean cake, 
and 742,090,000 pounds of bean oil. 


Production of soybeans in Manchuria reached the peak in 1930 when 
it was estimated at 197,000,000 bushels. Since then production has de- 
clined by about 40,000,000 bushels. A decline in yield per acre is one 
Of the reasons underlying this reduction. The average yield for the 
o~year period 1932-1936 wes 16.7 bushels per acre, against 20 bushels in 


7 ) > ¢ T 4 — 7. ‘ . a a 5 - 2 = & s 
in l ~lycé. It should be pointcd out, “however, that notwithstanding 
a) , ~~ 1- ~ ~ » " @ P - le a en . S mb } - > a c 

Lowe lelds in recent years they are still higher than the o-ycar 
average of Jittle more than 15 bushels per acre in the United States. 


A ~~ -~ MAAS i ea eof oIA ¥ no ; feanonnir 
Acreage, production and yield of soybeans in Manchuria, 
924.1936 


V- Yield per 
Year Acreage roduction ane 
1,000 acres 1,009 bushels Bushels 
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River, Until very recently soybean production was considerably larger in 
the South, but with the expansion of agriculture in the North, the relative 
importance of the two sections is being changed. Thus, in 1936, North 
Manchuria accounted for 47 percent of the total output. The main bean- 
producing center has shifted northward, and this trend may be expected to 
continue, since most of the uncultivated land is found in North Manchuria. 


There are over 200 varieties of soybeans produced in Manchuria, but 
for commercial purposes they are divided into three groups according to 
their color: yellow, green, and black. The first two are used almost en- 
tirely for extracting oil, while the black soybeans are used more as feed 
for domestic animals and fertilizer and for human consumption. Most of 
the commercial beans are of the yellow varieties. Seed requirements av- 
erage around 36,000,000 bushels a year. The domestic disappearance has 
represented from 20 to 25 percent of the average annual production during 
the past 5 years. The remainder is exported. 


Prior to 1909, the average annual value of soybean exports was 
small, probably not exceeding $1,000,000 in any one year. After 1909, when 
England and other European countries discovered the "magic bean", shipments 
abroad increased by leans and bounds. The following table shows the volume 
of exports during the years 1927 to 1936. 


Manchurian exports of soybeans and bean products, 1927-1936 


> 


Year Soybeans a/ : Bean cake Bean oil 
‘ bidedddOn- bushels : 1,000 short tons :MadéronN pounds . 

1087)... bru eeebesceaee 64, 509 2,284 437,761 
ena aead ara i 80,813 ; 1,764 294,067 
DN ébanandebeesadens — 98,931 1,551 ; 241,931 
i soe den ahi teiaksotlial ane 82,132 1,670 322,229 
SS Se oh Ae 91,001 ; 1,827 320,099 
RRR A eee ea 94,475 1,721 330, 205 
RIES a . 83,941 1,158 164,781 
RE 2 RD a 88, 830 ‘1,250 192,742 
i iat ad ane oc se 65,999 1,062 : 218,668 
ES ie A a 72,311 935 «|: 148 ,000 


Fifth Report on Progress in Manchuria to 1936. a/ In bushels of 60 pounds. 
b/- Monthly returns of Foreign Trade of Manchoukuo, December 1936. 


Europe, Japan, and China are the chief consumers of Manchurian soy- 
beans. During the last decade Europe took about 60 percent of the total 
exports, while the anmal takings of Japan and China averaged 23 and 13 
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Germany is the principal consumer of soybeans 


rope, and Denmark, England, and Sweden follow in the order 
» Soybeans shipped to Furope are used for oil extraction, 
orted to Janan are also used as food. Nearly 99 percent 
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ts derivative products in the total export trade of Manchuria 
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pecially-in times of economic depression, which usually weighs 
ezricultural raw materials. In comparison with 1931, the 
exports of soybean 1s and bean products declined 45 percent. 


all in prices rather than to the decreased 
sxxports. The lowest level was reached in 1934, but because of 


nomic conditions and a short crop, prices have risen so rap- 

1936 they were the highest on record in recent years. Thu 

ue of the exports of soybeans and bean products amounted to 
$58,294,000) in 1935 and to 291,000 .000 M. Yuan 
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y price per poun or soybeans and soybean products at Dairen, 
to 1235-36, and aver October-March, 1935-36 and 1936-37 
car > oa) ; Raa ~ + 
Datahen. Beans Bean cake Bean oil 
a ‘ — 
‘Cents per bushel ; Cents per pound ‘ Cents per pound 
; : 
1930-31. Terres 66.0 0.77 3.05 
1931-32. e* een’ 54.0 0.64 Leos 
1932-33... +eeean’s 51.0 2. 59 2243 
1933-34... Cieaes 54.0 - 0.61 2.26 
1934-35. ee 69.6 0.79 3.40 
; ' 
1935-35 eee 02.4 1.00 : 4,47 
‘ 
: 
1935- 3 (See : 0.81 ; 3e85 
1936- 0.9 1.07 4,92 
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49 percent, and 54 percent smaller than the respective volumes of similar 
products in 1931. In 1936 the volume of German imports of soybeans had de- 
clined to only 28 percent of that of 1931. It was expected that the German- 
Manchurian Trade Agreement of April 30, 1936, terminating April 30, 1937, 
would reverse this trend. German imports. of soybeans from Wanchuria during 
the first 8 months of the Agreement indicate, however, that they will not 
attain the volume of the pre-depression years. 


Another serious blow to the Manchurian bean trede is the decline 
in exports to China. During the years 1931 to 1936 Menchurian exports 
of soybeans to China declined 56 percent, beanceke 72 percent, and bean 
oil 84 percent. The severance of Manchuria from Chine, which led to the 
erection of a tariff wali where formerly goods passed freely, is the real 
cause of the decline. Should the present relationship continue, the 
Manchurian soybean trade in China is not likely to regain former levels. 


While Japan's soybean imports from Manchuria during the past 6 
years have remained practically stationary, Japan has reduced its takings 
of beancake, of which it is almost the sole importer, from 1,342,000 short 
tons in 1931 to 742,000 tons in 1936. The decline was due chiefly to the 
fact that beancake used as fertilizer has met increasing competition from 
commercial fertilizers produced in Japan. This may have a restricting ef- 
fect upon the total soybean output and particularly upon Manchuria's lead- 
ing industry, bean oil refining, since the latter is dependent upon the 
Japanese market for disposing of the by-product, bean cake. Finally, the 
possibility of expanding soybean. exports from the United States and other 
countries into European markets, where Manchurian soybeans enjoy a virtual 
monopoly, is still only a potential threat, but it adds an element of 
uncertainty to the future of soybean production and trade. 


The Manchurian authorities are seriously studying tne future of 
the soybean situation, because the economic welfare of Manchuria is so 
dependent upon the world's demand for soybeans, and this demand hes been 
declining during the past 4 years. The alternative crops which are being 
encouraged are wheat, cotton, tobacco, hemp, and sugar beets. The 
Manchurian farmer has found through years of experience, however, that the 
soybean plant is very well suited to the climate, and unless prices for 
beans become extremely low and prices for the other crops become high, he 
is not likdly to change readily to crops of less certain yields. 


Wheat acreage small but expansion planned 


Wheat is the second most important commercial crop in Manchuria, 
but at present its area is relatively small, amounting in 1936 to 2,700,000 
acres, or 8 percent of the total acreage under cultivation. The wheat 
grown is almost entirely soft spring wheat. While the cultivation of 
soybeans is extended throughout Manchuria, wheat growing is concentrated 
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in Northern Manchuria where it occupies about one-fifth of the crop area. 
North Manchuria accounts for 90 percent of the total wheat output. 


The Manchurian wheat belt, situated roughly in the latitude of the 
Dakotas, may be divided into two regions. The first embraces an area ly- 
ing between Harbin and Tsitsihar, reaching the foothills of the Little 
Khingzan Mountains to the north. The second region comprises the area to 
the east of Harbin and Central Kirin. In general, it may be said that . 
production of wheat has develoved in districts close to the railways in 
North Manchuria, particularly the Chinese Eastern Railway, and in the 
lower basin of the Sungari River with its numerous tributaries. 


Prior to the construction of the Chinese Eastern Railway, wheat 
tion in Manchuria averaged around 6,000,000 bushels. With the 

= of the railroad and the growth of the Russian population in 
Manchuria, wheat production was extended to meet the increased demand. 
The demand for wheat during and immediately following the World War 


= 


stimulated the production still further. 


Acreage, production, and yield per acre of Wheat in Manchuria, 


1924-1936 | 

Year / fcreace : Production : Yield per acre ) 

: 1,000 acres ‘+ 1,000 bushels : Bushels 
re eres ; 1,843 29,542 16.0 
Ree 6x O8s «es 2,174 55,303 165.2 
7 eee 2,212 =: 35,551 16.1 
i. Se re 2,812 53,085 ; 18.9 
er 3,24 53,986 : 16.6 
RS). os, 3,175 47,831 15.1 
_. ear 3,592 50 , 857 15.0 
oo ee a : 3,919 : 58,066 : 14.8 
SA : 3,094 41,634 | 13.5 
1933..... oe 396 3 31,726 7 9.3 
eo eee 3 2,002: 23,463 11.5 
1935 : . 2,667 37,312 14.0 
Bs a es heed 2, 704 52, 693 ; 12.1 


From 1924 to 1932, estimates of the South Manchurian Railway. 

For 1933 to 1936, joint estimate compiled by South Manchurian 

Railway, State Railways, and Department of Industry of Manchoukuo 
dministration. 


Reliable data on output and acreage prior to 1922 are not available, 
but considering the fairly large wheat exports abroad during 1919, 1920, i 
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and 1921, the annual output for these. years may be roughly estimated at 
60,000,000 bushels. During the past 15 years, however, Manchurian wheat 
production not only failed to expand, but, on the contrary, has shown a 
downward trend. It reached its lowest level in 1923 when rust and un- 
favorable weather conditions reduced the crop to 18,000,000 bushels. 
During the next 3 years the wheat acreage and output remained small, since 
many farmers considered wheat an uncertain crop and preferred to devote 
more land to the cultivation of soybeans. Between 1927 and 1931 wheat 
acreage was on the increase, reaching a peek of nearly 4,000,009 acres, 
with an outturn of 58,009,000 bushels. But for the.past 5 years climatic 
as well as unsettled political conditions have brought about e reduction 
in acreage and production. Wheet ylelds, which during the past 13 years 
have ranged from 10 to 16 bushels per acre, are smaller than those in 
China and Japan, where farming is much more intensive. 


With the decline in output and an increase in population Manchuria 
lost its position as a surplus wheat producer and aan e deficit region 
Wheat and wheat flour experts from Manchuria reached their peak in 1920, 
when 29,000,000 bushels were shipped abroad. They have declined since 
that year. The low quality of Manchurian wheat and its comparatively 
high price, due to the relatively strong demand from the interior of the 
country, meke this grein generally unsuitable for European merkets. Prior 
to 1917, South Manchuria and the Russian Maritime Province were the prin- 
Cipal markets for the North Manchurian wheat surplus, but during thet 
year exports were made to Japan. The high prices of wheat rasulting fron 
the poor crops in the importing countries in the years immediately follow- 
ing the World War stimulated an expansion of the wheat acreage in Manchuria. 
These conditions brought about the export of Menchurian wheat to Europe. 


In 1921 the world wheat situation changed completely. The harvests 
in the major wheat producing countries were good and prices on the world 
market declined sharply. At the seme time the Manchurian wheat harvest 
was below average, while local prices were et high levels. These develop- 
— eliminated Manchurian wheat not only from the. Buropean markets 

ut, to a great extent, from the Far Eastern markets as well. This ter 1d- 
ced was accentuated by the succeeding years of relatively short hervests 
of a poor quality. 


During the last decade, Manchuria has been on a net import basis. 
In recent years, 1933-1935, Manchuria's annual import of wheat flour hes 
been especially high, averaging 5,604,000 barrels. This may be explained 
on the ground of extremely low prices of the. imported flour and increase 
demand from the urban centers in the face of e reduced domestic wheat 
crop. In 1935, with the sharp rise of flour prices, Manchurian flour in- 
ports were only 2,368,990 barrels, a decline of more than 52 percent in 
comparison with the average of the preceding 3-year period. 
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Plans are now on foot to expand wheat production in Manchuria 
not only with a view to making Manchuria self-sufficient in this. grain 
but to provide a source of supply for Japan as well. The 10-year. pro- 
gram for economic reconstruction of Manchuria calls for a wheat area 
of 5,600,000 acres, producing 100,000,000 tushels of wheat. The pro- 
zram stresses better cultivation methods and provides for the encourage- 
ment and subsidizing of wheat growing. The railroad authorities aiso 
are fostering wheat growing in undeveloped regions of North Manchuria 
as part of their program for the economic development and settlement 
of the areas along the new railway lines. They also display an interest 
in mechanization of agriculture in these regions. In this connection, 
it is reported that tracts of land were selected in North Manchuria, 
with a view to establishing a number of large scale mechanized farms. 


Despite the Government measures, very formidable obstacles con- 
front the realization of the wheat plan. Climatic conditions are not 
entirely favorable for wheat, a basic factor which limits the wheat 
acreage and output. Insufficient precipitation in the winter and spring 
months often hinders wheat growing to such an extent that large areas 
planted tn wheat have to be resown, or other crops substituted. Further- 
more, excessive rainfall in July and August make harvesting of the wheat 
crop very difficult. But in addition to these adverse factors, wheat 
growing in Manchuria also suffers from rust. There is hardly a season 
when the wheat crop does not suffer from rust to a greater or lesser 
extent, sometimes being reduced by 50 percent or more. Aside from cli- 
matic conditions, the price of wheat, particularly in relation to that 
of soybeans, plays an important part in determining the wheat acreaze. 
In view of the uncertainty of the wheat crop, this price relationship 
would have to be particularly favorable to wheat in order to induce 
farmers to increase the acreage under this crop -— a situation which has 
seldom existed in the past. ' 


Some difficulties experienced by the Manchurian wheat growers 
can be overcome through improved methods of cultivation and the intro- 
duction of wheat varieties better able to withstand the rigors of the 
Manchurian climate and the ill effects of the rust disease. To a very 
large extent successful realization of the Manchurian 10-year plan for 
the expansion of wheat production will depend upon the timely applica- 
tion of such measures. Meanwhile, it is well to keep in mind that 
weather and soil conditions in Manchuria are much more favorable to 
soybeans than to wheat, and as lone as soybeans can find a better market, 
the farmers will be very reluctant to substitute an unreliable crop for 
One enjoying more stable yields. 


Kaoliang an important food and fuel 


Kaoliang, a grain sorghum, is one of the most important food 
staples of the Manchurian population. For this reason, it is, along 
with soybeans, a most vital agricultural product. In addition to its 
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utilisation for human food, it is used as feed for domestic animals, 

for the distilling of native liquor, and to a small extent in the starch 
manufacturing industry. The usefulness of kaoliang does not end with 
the grain: its stalks are indispensable as fuel, as building material, 
and for ‘tthe making of coarse matting, and its leaves for animal foreze. 


With the ascendance of soybeans to the position of Manchuria!'s 
premier crop, and the increase in the production of other food staples, 
such as millet and corn, kaoliang is losing some of its former importance. 
During the years 1925 to 1930 the kaoliang area showed a slight upward 
tendency, reaching in the latter year 7,550,000 acres. By 1934 it had 
declined to 5,688,000 acres. Among the factors contributing to this re- 
duction were a shift of many farmers into industry and an order of the 
military authorities prohibiting the cultivation of kaoliang within a 
specified distance from the railroads to safeguard the latter from 
attacks. In 1935 and 1936, however, the area under kaoliang increased 
again to 7,397,000 acres. The principal producing centers are in South 
Manchuria. Of the total output, which in 1936 amounted to 180,000,000 
bushels, South Manchuria produced 75 percent. <A very small part of the 
crop is exported to China and Japan. 


Millet another staple food crop 


Millet is equal in importance to kaoliang as a staple food. The 
stalks are utilized as fodder, and like kaoliang, millet is an important 
raw material for the production of a native yellow liquor. The area 
under this grain, which has been slowly increasing in recent years, 
amounts to over 6,000,000 acres, and constitutes 18 percent of the total 
cultivated area of Manchuria. The output, however, has not shown a simi- 
lar trend due to somewhat lower yields in recent years. Millet is well 
adapted to the climatic and soil conditions of Manchuria, and the acreage 
is about equally divided between North and South Manchuria. More than 90 
percent of the output is consumed domestically, the surplus being exported 
largely to Chosen. 


Corn, of lesser. importance 


Of lesser importance as a food crop is corn. It ranks fourth as 
far as acreage is concerned, and in 1936 the area under this crop, a- 
mounting to over 3,000,000 acres, represented 9 percent of the cultivated 
land of Manchuria. The main corn producing districts are in the southern 
sections of South Manchuria. The corn is practically all of the flint 
type. About 5 percent of the output is exported to Japan and China. 


Cotton —- expansion efforts meet serious obstacles 


Among the industrial crops cotton deserves special consideration, 
not so much. because of the quantity actually produced ~ which is small - 
but chiefly because of the efforts that have been made-in recent years to 
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expand cotton production in Manchuria. In 1933 the Manchurian cotton 
output from an area of 135,000 acres was 60,000 bales of 500 pounds. The 
annual cotton requirements for consumption in Manchuria amount to about 

4 pounds of raw cotton per capita, compared with 25 pounds in the United 
States, or a total of 270,000 bales of 500 pounds. Taking into considera-~ 
tion the present rate of population growth, it is estimated that by 1950 
the cotton requirements of the country will rise to about 350,000 bales. 
A slight increase in per-capita consumption would raise the requirements 
to 400,000 bales. At present the native output of cotton constitutes only 
25 percent of the requirements. Of the remainder, half is imported in 
the form of cotton piece goods and the other half in the form of raw cot- 


ton. 


In 1933 the Manchurian authorities, in conjunction with Japanese 
interests, launched upon a policy of increasing the cultivation of native 
cotton varieties, as well as of the early-maturing American tynes, and 
of improvine the qality of native cotton for spinning of medium-count 
yarn. More concretely, the program called for annual expansion of the 
cotton aren until it reached 740,000 acres by 1950, a very marked ex- 
pansion over the 135,000 acre’s under cotton in 1935. The program antici- 
pated that such an area would produce a crop of around 400,000 bales, of 
which 50 percent or more was to consist of upland varieties from original 
American seed. 


Such was the main scope of the program despite the recognition in 
industrial and certain other circles of Manchuria that any larse-scale 
increase in cotton acreage faced serious obstacles. Among the more in- 
portant are climatic and soil conditions, which restrict cotton srowing 
to a limited area in South Manchuria, where cotton has been grown for 
centuries. It was nevertheless felt that more cotton could be produced 
in South Manchuria if farmers were to substitute cotton for other crops. 
This seemed plausible in the years 1933 and 1934, when the low prices of 
soybeans were partly responsible for the decrease in acreage under this 
most important cash crop in South Manchuria. But even if farmers are 
willing to shift to cotton when prices of soybeans are low, the pro- 
duction of a type of cotton comparable with American would be extremely 
difficult because of the comparatively short growing season. 


Two organizations have been set up to stimulate cotton production 
in Manchuria. The first, organized in 1933, is the Manchurian Cotton 
Association, controlled by the Manchurian Government and the South 
Manchurian Railway, the latter being controlled by the Japanese Govern- 
ment. The business of the Association was to organize branches in 
leading cotton-growing districts and to station experts there for the 
purpose of teaching and encouraging the best methods of cotton culti- 
vation; to operate seed farms and experiment stations; to render as- 
sistance in the cooperative marketing of cotton and to give financial 
assistance to the growers. 
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The second organization was the Manchurian Cotton Company, or- 
ganized in 1934, with a capital of 2,000,000 Yen ($594,000), and con~ 
trolled by the Manchurian Ministry of [ndustry. The main functions of 
the company were to guarantee minimum prices for all cotton delivered 
to it and to provide seed to the farmers who wished to grow cotton. 

The company was also authorized to pay higher prices for cotton grown 

in certain sections in order to stimulate production there. One-half of 
the commany's capital was subscribed by the Government and the other 
half by Japanese interests. In order to assist the company in the early 
stages of its existence, the Government decided to turn back any dividends 
accruing to the account of its shares until such time as it was able to 
declare a 6-percent dividend. | 


Judging by the results achieved to date, it is highly problematical 
whether Manchuria will be able to expand cotton production along the 
lines indicated in the program. It is true that the Manchurian farmers 
increased their cotton area from 135,000 acres in 1983 to 227,000 in 
1934. The yield per acre in 1934, however, was 25 percent below that of 
the preceding year, with the result that the outturn increased only by 
16,000 bales. Despite efforts of the authorities to induce the farmers 
to maintain or even extend the acreage, the cotton area was reduced to 
140,000 acres in 1935 and the output to 63,000 bales. The reduction in 
acreage was due to the poor yields obtained the preceding year and to the 
fact that with the rise in agricultural prices, farmers were attracted 
to the cultivation of other crops. 


The experience gained in cotton growing since the inauguration 
of the program revealed the tremendous difficulties inherent in any at- 
tempt to make Manchuria self-sufficient in cotton. The Manchurian au- 
thorities still profess an interest in increasing cotton production, but 
it is officially reported that "the 20-year plan which was drawn up in 
1933 was temporarily discontinued in 1936 and a 3-year investigation of 
fundamental conditions was instituted." 4/ 


Tobacco — flue-cured production increasing 


Tobacco is one of the most important technical crops in Manchuria. 
The annual output consists of about 50,000,000 pounds of low-grade native 
tobacco and approximately 5,000,000 pounds of flue-cured. The native 
leaf, a dark sun-cured type, is used for pipe smoking, while flue~cured 
is utilized chiefly in the manufacture of cigarettes. The former has 
been grown in Manchuria for several centuries. Small quantities of 
native types are being produced in gardens for home consumption in all 
sections of the country south of 44 degrees latitude, but the only im- 
portant commercial vroducing region is to be found in the southern and 


4/ Fifth Report on Progress In Manchuria to 1936. Issued by the South 
Manchurian Railway, Dairen, July, 1936. p. 85. 
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eastern sections of Kirin province. In general, the production of native 
leaf is believed to be decreasing on account of the increased consumption 
of cigarettes in which only a small volume of native tobacco is used. 


The growing of American types of flue-cured tobacco, which is of 
comparatively recent origin, is concentrated along the South Manchurian 
Reilwey south of Mukden. The most important producing district is near 
Fenghwangcheng, 30 miles from Aantung on the Chosen border, where pro- 
duction was begun by the Japanese in 1918. The quality of the crop, how- 
ever, is inferior to that grown in China or in the United States. In 
view of the excessive rainfall and the limited area available, it is not 
expected that the 2,500 acres currently planted to the crop in this sec- 
tion can be materially increased. Flue-cured tobacco also is grown at 
Anshan, 80 miles south of Mukden, where it was introduced by the Japanese 
less than a decade ago. The most modern methods of cultivation and curing 
are practiced there and an increase in acreage is likely in the near 
future. In the third flue-cured producing area, southwest of Mukden, 
along the Peiping Mukden Reilway, tobacco growing is still in the ex- 
perimental stage. The district, however, is looked upon as especially 
favorable for the production of flue-cured tobacco and considerable ef- 
fort is being devoted to the development of the industry there. 


Manchuria's annual requirement of flue~cured tobacco is estimated 
at 35,000,000 pounds, and the deficit of more than 30,000,000 pounds is 
covered by imports largely from China and the United States. In recent 
years imports of American tobacco used in the manufacture of cigarettes 
have declined. Thus, while annual imports from the United States during 
the period 1931-32 to 1934-35 averaged 13,000,000 pounds, in 1935-36 they 
declined to 4,000,000 pounds. At the present time, Manchuria's flue- 
cured tobacco requirements are supplied chiefly by China. 


With the growing consumption of flue-cured leaf, the Manchurian 
Government launched a 20-year plan for tobacco production in order to 
meke the country practically self-sufficient in cigarette tobacco. As 
e part of the program there was esteblished a Government tobacco monopoly 
with authority to promote the cultivation of flue-cured tobacco in 
Manchuria. <A long-time progrem of education of the growers and assistance 
with governmental loans for seed, etc., has been adopted. The Monopoly 
elso has complete charge of the marketing of all flue-cured tobacco, 
the farmers being compelled to deliver their product to the Monopoly, 
which in turn acts as a seles agent on 2 commission basis. As to the 
prospect of the program and its efféct upon imports, it is held that even 
if it should be successful in expanding the production of flue-cured leaf 
to replace a considerable volume of imports, small quantities of American 
flue-cured tobacco will be needed for blending in the manufacture of the 


better quality of cigarettes. 
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A review of Manchurian agricultural economy, however brief, would 
be incomplete without touching upon the country's livestock industry. 
Throughout tne greater part of Manchuria, crop production is the chief 
source of income, and the domestic animals are merely utilized in farm 
work and as a means of transportation. In Jehol and in the western and 
northern districts of Manchuria, livestock is the dominant industry. 


Accurate data on livestock are not available, but it was estimated 
that in 1935 Manchuria possessed a‘total of 1,277,000 cattle, 1,809,000 
horses, 1,189,000 mules and donkeys, 2,058,000 sheep, and over 6,000,000 
hogs. A characteristic feature of the livestock is its poor quality. 
The animals, even in the predominantly stock-breeding regions, are mostly 
those that have survived the process of natural selection, almost without 
benefit of immroved breeds of superior strains. The fact that animal 
diseases are widespread in Manchuria is also a serious handicap. 


Since 1933, Manchurian authorities have promulgated a number of 
measures with a view to improving the country's livestock. Some improve- 
ments are being effected in stock-farming by a careful distribution of 
Superior imported breeds of various animals, by establishing livestock 
breeding farms and other facilities, and by more effective control of 
diseases. Of special significance, however, is the effort exerted toward 
the improvement of the existing stock of sheep and the increase of wool 
production. 


Until very recently sheep raising in Manchuria was carried on for 
the sake of mutton and hides, wool being regarded merely as a by-product. 
The quality of the wool was very poor, much inferior to Australian, South 
African, or South American, and was utilized principally as carpet wool. 
The yield per head was stated to be about 2.5 pounds, giving a total an- 
nual wool »roduction in Manchuria of slightly over 5,000,000 pounds. A 
35-year program, which sims to increase the number of sheep to 15,000,000 
and the annual wool output to 100,000,000 pounds has been inaugurated. 
Japanese interests are taking an active part in the promotion of the pro- 
gram in the hove that its realization will make Japan less dependent upon 
imports of Australian wool. 


Tne first step in raising the sheep industry. from its low le 
was the establisnmaent of a number of sheep breeding farms, and in t 
summer of 1935 the Manchurian Government imported 775 Merino sheep 
the United States for this purpose. The authorities intend to give every 
encouragement to sheep raisers through technical advice and the granting 
of subsidies and loans. For the vourpose of fostering wool production 
there was organized in 1934 a Japan-Manchurian Sheep Association with a 
capital of 2,000,000 Yen ($594,000) subscribed as follows: Japanese 
Government, 1,000,000 Yen; Wool Industry Association, 700,000 Yen; and 
South Manchurian Railway, 300,000 Yen. 
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It is reported that the agricultural stations of the South 
Mancnurian Railway are improving the native sheep strain, but develop- 
ments are still in an experimental stage. The Manchurian authorities 
and Japanese wool interests realize that it will be 4 long time before 
sheep breeding in Manchuria can be carried out along the scientific 
lines of the countries where wool of the best grade is produced. Hence 
the extension of the program over a long period of years. Whether 
Manchuria will produce 100,000,000 nounds of wool by the end of the 35- 
year plan cannot be predicted, but it is very likely that the applica- 
tion of the proposed measures combined with the large area of grazing 
land available will bring about an increased output of wool. It is 
extremely doubtful, however, whether the quality of the product can be 
raised to anytning like that of Australia or other countries producing 
improved types of wool. 


Conclusions 


This discussion of Manchurian agricultural economy permits some 
general conclusions as to its present condition and future development. 
Acreage and output increased very rapidly, particularly during the third 
decade of the present century, reaching a peak in 1931. Since then agri- 
culture in Manchuria has experienced a setback. The total agricultural 
production in 1936 showed a considerable recovery, but was still 11 per- 
cent below that of 1931. Moreover, the recovery was much slower in the 
case of Manchuria's two main cash crops: In 1936, the soybean output 

was 20 percent and wheat production 44 percent smaller than in 1931. 


Some of the causes underlying the decline may be attributed to 
domestic conditions such as unfavorable weather, shortage of farm labor, 
neavy taxation, and political disturbances following in the wake of 
the Manchurian "incident" of September 1931. But no less important in 
bringing to a halt agricultural expansion in Manchuria were external 
factors ~ the world-wide economic depression, the consequent drop in 
agricultural prices, and the sharp curtailment in the exports of soybeans 
and derivative products. The latter is particularly significant since 
the volume and value of the soybean export trade are the best guides to 
Manchuria's economic welfare. Unless, therefore, the Manchurian soybean 
industry achieves a greater measure of recovery, the country's entire 
economy will continue to be seriously handicapped. 


In April 1936, Manchurian authorities embarked upon a task of 
strengthening the country's agricultural economy. The central feature 
of the new program is the emphasis on greater diversification, with a 
view to lessening the dependence on soybeans. The program, therefore, 
provides that "growing of soybeans shall be properly controlled according 
to tneir actual demand both at home and abroad. For the time being, ef- 
forts should be directed toward the improvement of the methods of soybean 
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cultivetion end quality of the crop." 5/ The policy with respect to all 
ether products, such «s wheat, cotton, tobacco, sugar veets, wool, and 


various oil seeds, is that of increasing output and improving quality as 
rapidly as possible. 


The program also aims to improve farm methods in general through 
education, by increasing the number of model farms and agricultural ex- 
periment and.meteorological stations. Another objective is to improve 
marketing: and .credit facilities. Public warehouses are to be established 
not: only ‘to store farm’ products but also to extend credit to farmers. 

The Manchurian Agricultural Products Institute, a semi-officia] institu- 
tion, was set up in 1935 in order to study foreign markets and competitive 
products as well as to encourage wider utilization of domestic products. 

An indication of Japanese interest in the agricultural development of 
Mancnuria is the Central Institute of Manchurian Agricultural Associations. 
It was organized in October 1935 "through the initiative of the Manchurian 
Government, the South Manchurian Railway Company, tne General Directorate 
of Manchurian State Railways, and the Kwantung Bureau for the purpose of 
correlating Japanese agricultural associations in Manchuria and to foster 


So 
a healthy daevelopment of agricultural economy in Manchuria. It hopes to 


embrace Manchurian agricultural associations in the future and to make 


the whole of Mancnuria its stage of activities." 6/ 


To a very considerable extent, expansion of agriculture in Manchuria 
is predicated upon railway construction in the undeveloped regions. From 
this point of view, the prospects are quite favorable. During the last 
few years the Menchurian railway network has been extended to the remote 


and thinly—nopulated western, northern, and eastern sections of the country. 


Many of these railways were built chiefly for strategic purposes, but 
aside from this, they also are economically valuable, since by opening new 


land they encourage furtner agricultural colonization. 


It remains to be seen whether the program announced in April 19356 
will solve the farm difficulties of recent years and generally raise 
Manchurian agriculture from its present relatively primitive stage. Mean- 
while, it is to be noted that the "fundamental policy for the exploitation 
of the country's inexhaustible agricultural resources" 7/ makes no at- 
tempt to remedy such a basic problem as that of tenancy. The fact that 
5O percent of the farmers do not possess any land at ali and 20 percent 
of the farm »opulation have so little of it that they, too, are compelled 
to rent land on most onerous terms, does not augur well for an efficient 
and progressive agriculture. he heglect of the problem is the more sig- 
nificant in view of the fact that Manchuria still has lurge undeveloped 


5/ Japan—Manchoukuo Year Book, 1947. p. 855. 
6/ Fifth Report on Progress in Manchuria to 1936. 
Manchurian Railway Co., Dairen, July 1946. p. 83. 
7/ Japan--Manchouluo Year Book, 1937. pv. 854. 
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NEW ZEALAND 
AGRICULTURAL POLICY. . 


o » « « By A. T. Murray”* 


-The economy of New Zealand has been predicated largely 
upon an expanding export outlet for a narrow range of farm 
products. The aftermath of the World War and, later, events 
incidental to the recent depression have interrupted this 
course and have been followed in each period by renewed and 
increased governmental assistance in the. marketing of farm 
products. This tendency and measures taken earlier, notably 
those relating to land utilization, have evolved and found 
expression in the new policy of guaranteed prices to produc~ _. 
ers and Government marketing of farm products. The important 
dairy industry is now operating under the guaranteed price 
regime, and the extension of the policy to other farm prod- 
ucts is contemplated. It is apparent, however, that the 
policy is beset with intrinsically difficult problems from 
the standpoint of practical operation. 


New Zealand is exceptionally favored with natural conditions con- 
ducive to the development of the dairy and livestock industries. The mild 
Climate and adequate rainfall enable livestock to be pastured throughout 
the whole year with a consequent saving in labor and feed costs and ex- 
penditure for barns and other buildings. The technical improvements in 


-refrigeration and in dairy-products mamufacturing in the eightics and 


nineties of the last century made possible the fuller utilization of New 
Zealani's agricultural resources. Prior to this development, while sheep 
raising was carly established as a main industry and dairying carried on 
to some degree, the export trade was confined largely to wool, hides, and 
tallow. Meat was, therefore, an almost worthless by-product and markets 
for dairy products were limited to the small domestic demand. : 


While conditions in New Zealand are particularly well adapted to 
pastoral production, 1ts expansion was dependent largely upon the devel- 
Qpment of export markets to absorb the increased productions This de- 
velopment was aided by the inflow of capital from the United Kingdom and _ 
by other commercial and political ties with that country. Consequently, 
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the British market came to be regarded as an almost limitless outlet 

for New Zon and's farm products Improvements in transportation and 
handling methods removed the handicap of the Dominion's remote position 
from world centers of consumption. From 1900 onward a great expansion 
in the volume of exports of dairy products, mutton, and lamb took place. 
Exports of wool also conse miand to increase, vut their relative share in 
New Zealand's export trade declined 


= 3 


halted to the World War, the Dominion Government's agricultural 
concerned eases ay with problems of land settlement and tenure. 
the ; oslas tenets of the policy was the promotion of denser set- 
vhanent. of the country and farmer owmership of small holdings. For this 
reason, the Dominion has.been actively engaged for many years in disposing 
chased land and public domain on generous terms and under condi- 
tions of tenure caiculated to obtain the foregoing shbaetines Parallcling 
this Gove LAs New Zealand has maintained the practice of leasing public 
land on long-term contracts. Consequently, in spite of efforts to encour- 
age farm omer ship, about half of the occupied land is operated under gov- 


Sam hs 


ernncnt lease. The Government is.not only a landowner but also a heavy 
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mortgage holder.with respect to such land as it does not own. As a matter 
of fact, the liberal land. eredit policy. of the Government contributed to 
the acute farm debt problem during the recent depression period. 

The World War and its repercussions embarked the Dominion Govern- 
ment on an active participation in the marketing of farm products. Dur- 
ng the Var the ma rketing of farm products was brought under rigid con- 

When the wartime controls were relaxed within 


t 
ti. on 
lities, New Zealand farmers found 
sponse tc the farner' s pleas for 
merketing acts were passed by 
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Parliament establishing commodity control boards. In general, these con- 
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trol boards were organized to promote "orderly marketin; n order that tne 
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larmer might receive a fair share of > price for which the product sold. 
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4ction is exported. . The national aneome. therefore, is dependent neavily 
upon an export trade which consists mainly of an exchange of dairy prod- 
ucts, mutton, lamb, wool,and fruit for a wide variety of British manufac- 
tures, In 1928, for example, agricultural exports comprised 96 percent of 
the value of all exports, about 65 percent. of the value of all farm pro- 
duction, and 36 percent of the national income. Correspondingly, indus- 
trial development in New Zealand has been small and the number of people 
directly dependent upon agriculture is very large. 
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The New Zealand economy is peculiarly sensitive to changes in 
export prices, largely because of this jSupeenenye upon the export trade 
and the lack of ‘diversification of production. The rapid ani severe 
price decline following 1929 produced a dises trous reduction of national 
income. ‘The crux of the situation was "’ disparity between export prices 
for farm comaodities and the comparatively stable farm costs of production. 
Thus, while the index of farm prices declined 43 percent between 1929 and 


1231, farm costs eremenes less than 10 ae Since a 5 large proportion 
of the farmers we forced to operate at alo a severe economic depres- 
sion spread thro peek the Dominion. 


The severity of the depression was greatly magnified by the diffi- 
culties created by. the debt structure in the country. Both public and pri- 


vate borrowing had been very heavy prior to the depression. A large part 
of the borrowings had gone into development purposes and land investments 
for which the interest and amortization represented a fixed charge on the 


national income. In 1929, private mortgage indebtedness amounted to some 
225,000,000 ($1,987,000,000) of which about 4125,000,000 ($604,000, 000) 
represented farm mortgages. . The total public indebtedness for both Dominion 
and local governments was about $326,000,000 ($1,575,000,000) in the same 
year. Probably something like 20 percent of the national income was Yre- 


+ 


quired to pay interest and amortization charges. 


A large part of the Government loans was owed abroad, particularly 
o the United Kingdom. With the drastic decline in export prices for farm 
commodities the service of these debts became a serious problem. Thus, 
with the decline in pricgs, a larger share of the exchange on London had 
to be utilized to meet debt service charges. For example, in terms cf wool, 
over three times as much had to be . ported from New Zealand during the fis- 
cal year ended with March 1933 as was exported in 1929 in order to pay the 
interest owed abroad on the public debt. 


ct 


Partly as an effort to ease the strain created by the adverse in- 
ternational balance of payments, but more particularly to increase export 
returns tO producers, the foreign exchange rate was lowered early in the 
depression. From the early part of 1930 the exchange rate was gradually 
lowered until in January 1931 it had reached 10 percent below par. It Was 
pegged at this point by the New Zealand banks until January 1933, when the 
rate was lowered further to 25 percent below par. It has remained at about 
that point since then. 


Government agricultural relief measures during the depression may be 
generally summed up as an effort to reduce the disparity between export 
prices and the cost of production. The problem was, therefore, attacked 
at both ends, efforts being made to reduce the costs of production and in- 
crease export prices. With respect to the former, while some attempt was 
made to reduce farmers! costs in several other ways, the main effort cen- 
tered around alleviating the farm debt situation. Thus, personal adjustments 
cf the debt burden of farmers were resorted to as an important method of 
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narroving the gap between farm income am expenditures. With respect to 
t should be noted that efforts have been confined largely 
. preciation. Possibly the markcting arrangements of the 
Ottawa agreements also should be placed in this category. It likewise should 
be noted, however, that very little attempt has been made. to influence 
prices by such methods as production control or ecxport bounties. Fron 
the outset, of course, the pee one y asures was very doubtful 
in view of the preponce sttton of the leading agricultural 
products. A policy of payin te AeA bounties in order to appreciably 
increase returns to farners aouls have placed a tremendous burden on the 
Treasury at a time when revenue was falling off. 
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An entirely new approach to Government assistance in agricultural 
marketing is embodied in the Primary Products Marketing Act, 1936, which 
was placed on the statute books by the present Labor Goverment. Under 
the terms of this measure the Government undertakes to guarantee prices 
to New Zealand producers. Although the Act specifically refers to the 
establishment of a scheme which guarantces prices to dairy Aaa Aen and 
government marketing of dairy products, other commodities may subsequently 
be brought under the terms of the law. While the scheme has a been in 
operation long enough to test its effectiveness, it is apparent that the 
administration of the guaranteed price plan is confronted with many dif- 
ficulties 


The Act is also definitely tied up with the departure in New 
Zealand's foreign trade policy since it establishes bilateral exchange 
arrangements as a basis for negotiating trade agreements with Empire or 
foreign countries. Apparently, the Labor Government hopes to maintain 
or expand foreign markets for agricultural products with bilateral ex- 
change arrangements as a leverage. 


The following brief summary traces the development of New Zealand 
agricultural policy alone three main lines: (1) Land tenure, (2) as 
ance to marketing, and (3) guaranteed prices. TH each of these fields, 
there have been developments of more than ordinary interest. 


Government Policy in Relation to Land Tenure 


Government measu ng 
and controversial subje and no attempt has been made here to treat the 
Matter exhaustively. In order to relate the land policy to other phases 
of the New Zealand Goverment's agricultural policy, however, a short dis- 
cussion of the subject is presented below. 


es relating to land are a particularly complicated 
t, 
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Pre-war period 


tai ment 


In the early 1850's the Colonial Government of New Zealand intro- 
duced the practice of disposing of the public land very cheaply. The 
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discovery of gold and the demand for land in a time of rising world conm- 
modity prices caused the sixties and sevéritiecs to be periods of repid land 
settlement. Wnile the disposal c° the public lend ae: nominal prices re- 
sulted in increased land settlement, large areas of the most desirable land 
gravitated into lerge holdings. ‘his tendency was accelerated as the gen- 
eral suitability of tne country for commercial pastoral farming became 

more clearly demonstrated. 


Public sentiment against this concentration of land ownership crys- 
tellized in the nineties. Graduated land taxes were imposed for the pur- 
pose of breaking up the large land holdings. More positive action was 
taken, however, with the vassage of the first of the Land for Settlement 
Acts in 1892. These measures authorized the Government to repurchase pri- 
vate land for subdivision and sale to settlers. Tho Land for Settlement 
Acts inaugurated a new era of governmental ectivity in land utilization. 
The influence of governmental policy in this field has become more compli- 
cated with the passage of time. In general terms, however, the measures 
undertaken center around the effort to bring avout the denser settlement of 
the country with smell, independently-operated farms. 


Under the settlement program, a farm could be acquired for cash, by 
deferred payment, or by a long-term lease. In order to carry out the land 
policy effectively, with very few exceptions tne use of government land 
has been contingent upon certain conditions of improvement and residence. 
Even in the case of land acquired for cash, title passed only at the end 
of 10 years, subject to the purchaser making certain improvements within 
tnat period. 


The repurchase and sub-division of land has been, in practice, of 
relatively small significance in reducing the size of lend holdings, since 
by 1935 only 2,100,000 acres had been acquired as compared with some 
43,000,000 acres of occupi-2 land. The Dominion has disposed of a huge 
amount of public lend, however, througn long-term leases. 


One of the outstanding results of New Zealand's land policy is the 
extent to which government j.cases have increased tenancy. At present the 
Dominion Government is the landlord for an area equal to about half of 
the total occupied land. Thus, in spite of active government encourage- 
ment of farm ownership, the trend has been very definitely toward an in- 
creased amount of farming under government leases. This tendency, however, 
will be curtailed in the future because of the limited amount of desirable 
land still available for this purpose. While conceivably the Government 
might repurchase incre land, or poorer land be utilized for extending lease- 
holds, this development seems improbable in the immediate future. 


The reason for the growth of farm tenancy under Government lease 
mast be attributed very largely to the comparative advantages of renting 
eas against owning land under New Zealand conditions. Leaseholds on gov- 
ernment lands have been attractive because they have many of the advantages 
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of land ownership with few of its disadventeges. Most of them run for 
comparatively long terms, with right of renewal, and, in some cases, 
perpetual right of renewal. The land may be purchased at the option 

of the tenant, and outgoing tenants are protected in the improvements 
made during occupancy. The fermer's capitel has been free, therefore, 
either for improvements or other purposes. Furthermore, he very largely 
evoids the hazards of investment in land during periods of low prices for 


A survey of government land policy indicates that the general tend- 
ency has been to liberalize and reduce rents, initiel payments, and terms 
of all government land ee ects. The cese of lend purchased on deferred 
well illustretes this tendency. The system of deferred payments 


“terms on the 
the effect of deferred payments made upon government land. By 1930, loans 
were advenc ed up to 36 1/2 years and amortized by semi-anmal payments. 


> 


payments k 
2s .established by the raekasan early in. its history spread lend payments 
-Over 5 and 6 years. Since tnen, there hes been ae steady increase in the 
number of years over which payments ere extended. By 1920, a 5-percent 
deposit witn the balence over 19 years had become typical. The 1921-22 
legislation provided for 5 years' grece when “owing to a decrease. in the 
price of stock (livestock) o produce or to a general financial stringency, 
payments of unveid installments would cause undue hardship.” The 1924 Act 
increased the leniency of the hardship cleuse still further. Terms of 
purchase were revised in 1925, so tliat at present lend may be purchased 
with a 3-percent deposit, with principal and interest payments srread over 
34 1/2 years. 

Another factor which opérated in the same direction has been the 
supply of government credit evailable and the methods of land finance 
used. While the bulk of long-term credit is supplied mainly from private 
sources, the State Advances Office, established in 1894, has been an im- 
portant comsetitive factor operating to cheapen eredit.. Loans and credit 

purchase of private lands have had an influence similar to 
3 


On the eve of the recent depression, New Zealand farm lands were 
very heavily mortgaged. In 1929-30 ‘it was estimated thet ferm lands on 
which tHe unimproved valiie was 5156,900,000 were covered with mnortgeges 
amounting to £116,800,000, or 70 percent of the unimproved value. Prob- 
adly 30 percent of the cash outlay of fermers represented interest Pay- 
ments. Moreover, the country hed passed through seversl periods of rising 
land values which had brought the price of lend, particularly of the bet- 
ter land, to comparatively high levels. 


With the lower price level, inflation of land values and excessive 
farm mortgage indebtedness have been major national problems in New Zealand. 
While the inflation of farm land values was largely ea result of rising cor 


molity prices and of speculation, nevertheless, it seems reasonable to 


rs ape that we sag! easy credit — upon which land could be ‘pure! hi 


any event, 2 
+ inane ane ss - + }~ }, 
ties accentuated the hard- 


emount of land was held on ben Tats node eaui 
_— © ; - » a os } . a . npaa + 
ships of deflation. nani the established precedent of downward re- 


visions and postponement of rent and peyments to some extent reduced pru- 


é in contracting land obdligetions. 


Depression periad 
Tne Mortgegors and Tenants Relief Act was passed early in 1941 and 
hes been amended and extended several times since then. The purpose of 
- . 1 


0Se c 
the Rag is to stay foreclosure proceedings on rural and urban property. 

er its terms a mortgeazor may apply to @ local Adjustment Commission, 
sot up by the Act, for relief against f losi 


ins 

The Mortgegors and Tenants Re 
least, at essentially ea temporary mes 
in mind that if mortgage for -eclosures wer 
would be sufficient economic recovery within 
to resume their obligations. 


Act wae regarded, for a time at 
sed with the idea 

e held up for a few years, there 

that time to permit debtors 


fy bh 
4 = 
Cc 
Laas] 
ty 
r 
C 


~ 


The purpose of the Rurel Mortgegors Final Adjustment Act, passed 
in April 1935, which applies only to farm property, is essentially dif- 
ferent in that it sets up mech ine! ‘y to write down eventually debts in 


The former Act is not repealed an 
to mortgagors not brought under the 


ay 3 
- 
ctr 
ad 
o 


line with new economic cond 
continues indefinitely with makens 
new law. The recent Act utilizes the sasashnent Commission and in ad- 


dition sets up a Court of Review to which finel appeals may be made. 


Under the terms of the Rural Mortgegors Final Adjustment Act, a 
stay order ies Tie Sereci vanes or other proceedings against the in- 
debted farmer may be ; 1ed by the Commission for a period of 5 years. 

A trustee is Povvn Se ea who handles, and Keeps a record of, the financial 
transactions of tue farmer. During each year of the stay order a budget 
is prepared by the trustee in conjunction with the Commission. By this 
method, the debtor is provided with reasonable living and operating ex- 
penses, and, at the same time, maintains himself on his ferm free from 
harassment by creditors. Excess income is paid out by the trustee with 
an established order of priority with respect to taxes, rent, and interest 


payments. 


At the end of the 5-year period, the Act provides that the value 
of the property shall be determined. This value is found by capitalizing 


the net annual average income of the farm during the stay order. The Com- 
ejoculation 


ny 


mission has wide discretionary powers, however, in varying this ca. 
with such factors as the relative efficiency of tne farmer and the extent 
to which the farm wes operated to full capacity. Liabilities in excess of 
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to a considerable extent. During 1920, however, when the ce 
level was rising very fast, considerable objection arose from several 
quarters Over the continuance of control It mas held that regulation 
was hampering the return to ea normal state of economic activity and pre- 
venting the price rise in controlled products commensurate with the rise 
in the general price level. pinsyeeo oe eth generally, were strongly 
in favor of the return to pre-war conditions, or rether to freedom from 
controlled marketing, since it was felt the 2t commodity prices would rise 


still higher. 


ee This lateibinek coincided with a ‘ent 

British market. Other commodities which formerly hed been contacted he 
sold at low prices in the post-war depression veriod of 1921-22. Thus, 
New Zealand agriculture was returned to a non-contr is but not to 
pre-wer conditions. The unfevorabdle situstion vas 


t 
reased production of the wer vDeriod and by increased competition in the 
all-important British market. 


The old form of marketing head been hardly reintroduced before it 
was subject to severe criticism from farming interests. Wartime control 
was associated with high prices and the post-war relaxation of Prrtiin 
with low prices. Ina short time a movement favoring some form of govern- 
ment assistance in marketing begen. 


The post-war control boerds 


While the serious plight of the farmer became a subject of national 
interest, the most ective farm groups, the meat prod 
held meetings to discuss the problem. There wes c 
particulerly in the meat industry, against "trusts" ' 
detriment of farmers and, in general, practically all established merket- 
ing agencies came under suspicion. Late in 1921, the Meat Export Control 
Act was passed. The view-point with respect to the cause of the unfavor- 
able position of the farmer is indicated in the preamble to the act, which 
reads in part, "Whereas, the economic welfare of New Zealand has lately 
bend adversely affected by reason of a reduction in the net returns re- 
ceivable by persons engaged in the business of the production of meat for 
export, such reduction being attributable in part to falling prices and 
in part to the charges payable in respect of freight and other services... 
and that the public economic welfare will be promoted by the establishment 
of a Board of Control with power to act as the agent of the producers in 


a 
respect to the preparation, storage, and —en of such meat beyond New 
Zealand..." The above quotation indicates the predominant farm viewpoint 
at that time which held that government regulation of the marketing pro- 
cesses was in the public interest, since producers were not receiving their 
fair share because of allegedly unreasonable charges for handling and 
marketing their products. 
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to a limited field. Among these activities are the resulation of ship- 
ments to the United Kingdom, supervision of grading and inspection, 
negotiation for shipping contracts, statistical services, and research. 


With the exception of the 1926-27 season, the Dairy Board has 
also assumed limited control. The Dairy Bolrd in that season assumed 
absolute control and undertook the responsibility of all export sales. 
The Board established an office in London and operated in conjunction 
with private British agents and distributors. Sales were made to the 
agents and distributors at prices fixed by the Board for the British 
and other markets. This form of control was strenuously opposed by the 
agents and merchants, both in the United Kingdom and in New Zealand. 
Opposition also increased among some producers who were able to remove 
from the Board several members favoring absolute control. By March 
1927, the unsold stocks of butter in London were very high and the Board 
decided to abandon absolute control. While the Board's price-fixing 
methods came to grief partly because of opnvosition both in the United 
Kingdom and New Zealand, it seems quite probable that the outcome would 
have been much the same sooner or later, since New Zealand supplied only 
about 25 percent of the British market and imports of dairy products 
from other sources were increasing. 


The Fruit Control Board operates under absolute control. This 
situation arose, however, out of the fact that the Fruit Growers Federa- 
tion had been pooling and selling fruit prior to the establishment of 
the Board and consequently absolute control made comparatively little 
change in their operations. In fact, the Federation operates as the 
agent of the Board under the present law. 


The Honey Control Board has exercised absolute control over the 
export of this comparatively minor agricultural product. Most of the 
beekeepers have been ct zanized for many years in a blending and market- 


ing cooperative which is now closely associated with the Board. . Exporters 


are compelled to consign to an agent of the cooperative in the United 
Kingdom. There has been considerable dissatisfaction with the operating 
methods of the Board. 


The Wheat Purchases Board was established in January 1933 for the 
purpose of assuming absolute control of all wheat produced in New Zealand. 
The position of this board is somewhat different from the others, since 
in some years the Dominion is on an import basis. The Board operates a 
wheat pool and in years of expartable surpluses dumps wheat in the ex 
port market in order to maintain the domestic price. The scheme operates 
in conjunction with the sliding-scale tariff on wheat and flour which is 
varied so as to maintain the domestic price above world prices in years 
when domestic production is not. sufficient for domestic requirements. 


Generally speaking, the Control Boards have attained a considerable 
measure of success. It should be noted, however, that the meat and dairy 
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boards, which were the most important from the standpoint of the size of 
their respective industries, had "limited" control over marketing. Mar- 
keting throuch agents and merchants was not interfered with, and activi- 
ties were confined to the relatively narrow field of regulation of the 
flow of supplies, arranging freight and insurance contracts, marketing 
information, advertising, ard research work. All the Boards have con- 
siderable claim to records of efficient operation and reduction in mar- 
ketine costs for the farmer. 


The sisnificance of she Boards in the derression period was over- 
shadowed by other Governmens activities which influenced commodity mar- 
keting. Consequently, in examining government marketing assistance in 
the deoression period, emphasis mu ~ be placed more upon the commercial 
relations of New Zealand with the United Kingdom than upon the function- 
ing of the control boards <s such. 


sovernment assistance to murketing during the depression 


Coupled with the disastrous effects of falling prices after 1929 
on farm income, several marketing difficulties appeared which threatened 
to reduce the importance cf the British Market for New Zealand's exports. 
Probably the most importart of these factors was the revereal of Great 
Britain's long establishec. low tariff or free trade policy. Moreover, 
the British Government indicated its decision to protect home agriculture, 
presumably at the partial expense of Empire imports, by passing the British 
Agricultural Marketing Act. Coincident with this situation, the trade 
barriers erected in other world markets had led to the dumping of agricul- 
tural surpluses in the Urited Kingdom, thus increasing competition with 
New Zealand supplies. 


At the Imperial Ezonomic Conference which convened at Ottawa, Canada, 
for the purpose of considering intra-Empire trade relations in July-Aueust 
1932, tne New Zealand ecvernment sought not only tariff preferences in 
the British Market tut imantitative limitation on foreigm supplies. Wrile 
the New Zealand delegation was able to obtain freedom of quantitive re- 
striction from New Zealand exports to the United Kingdom, it was unable 
to obtain completely itis request for regulation applicable only to non- 
Empire imports. Such action, it was feared, would jeopardize British 
exports to foreign couatries and also endanger the service of important 
British foreigm investments. Consequently, the British delegates brought 
forward a general principle for Empire trade relations to the effect that 
the British home prodvcer should be given first consideration, the Empire 
producer second, and 1.0n—Hwpire third. 


For meat, the (United Kingdom proposed a plan of quantitative resgu- 
lation, and this was ngreéd to in a modified form. British imports of 
South American mutton, lamb, ani frozen beef were to be reduced, by pro- 
gressive quarterly ccts, to a volume 35 percent below the volume for the 
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year ended June 30, 1932; dnd Toreicn chilled beef. held to the volu of 
that year. Furthermore, the United Kingdom. asreed that no further re- 
strictions should be plac pd on Hapire meat prior to July 1934 The United 
Kingdom gave a formal statement: to’ Aus tralia and New Zealand to the effect 


that "a policy will be adopted that will have for its definite object 

the two-fold purpose of raisins the price of neat. -” a remunerative level 
and of progressively increasin 1¢ the share of the Dominions in the United 
Kingdom ‘market. 


In regard to quantitative rezulation of dairy products and esss, 
the other important group of commodities in which New Zealand was inter- 
sted, the United Kinsdom reserved the right after 3 years-either to 
impose a duty while maintaining the margins of preference or to bring 
ducts under a comprehensive scheme of quantitative reeulation. 


With respect to preferential tariff treatment, the United King- 
en greed to place a duty on products of foreism orisin, including 
er . (15s. per cwt.), cheese (15 percent ad valorem), apples and pears 
0 6d.per cwt.) and dried fruits, eges,.milk products, and: barley. 
in return New Zealand agreed to maintain a mereen. of vreference on all 
British goods and in addition reduce the tariff against a limited number 


'>?Z 
. 


Assistance to meat marketing: The general plan of quantitative 

regulation of meat supplies from the Dominions was for the purpose of 
resulating the flow of supplies to avoid glutting the British market. 
Moreover, tne Ottawa Agreements definitely established the policy of a 
rezsulated expansion of, imports of Empire meat. Thus, the quotas estab-= 
lished for meat imports and the estimates of future shipments supplied 
by the Dominions were voluntary agreements for the orderly marketing 
of supplies rather than quantitative restrictions on imports. 


In the months immediately succeeding the Ottawa Asreements, meat 
prices continued to fall despite the resulation of shipments. After 
some nesotiations and by voluntary agreement, Argentine exports of mutton 
and lamb were reduced 20 percent below the Ottawa figures and chilled 
beef 10 percent. Australia and New Zealand also agreed to curtail their 
shipments to the United Kingdom, and for a time meat prices rose. 


On May 1, 1933, the United Kingdom signed an agreement with 
Argentina which provided that imports of chilled beef were not to be re- 
stricted below the quantity imported in the year ended June 1932 except 
insofar as it was necessary "to secure a reminerative level of prices in 
the United Kingdom market." Argentine supplies of chilled beef could be 
reduced as much as 10 percent without reducing Empire imports. Any re- 
duction in excess of 10 percent, however, had to be accompanied with 
corresponding reduction of Empire supplies. Similarly, frozen beef, 
matton, and lamb were not to be restricted below the Ottawa year (1932) 
fisures unless Empire imports were restricted also. 
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From July 19%, the United Kingdom had reserved the right to 
impose quantitative limitations upon meat shipments from New Zealand. 
Since that date, however, mutton and lamb, the main meat exports, have 
not been restricted by quotas. The comparatively less important beef 
exports from New Zealand were broueht under more strict, although sill 
voluntary, regulation. Since 1934, beef quotas have been established 
by Quarterly periods. The short-time periods made regulation of supplies 
difficult for the New Zealand Meat Producers Board becamise of the uncer- 
tainties of shipping and storage requirements. The Board has complied 
fairly closely with the quotas and in some periods withheld considerable 
quantities of meat from shipment. This attitude contrasts with that of 
Australia, where little effort, apparently, was made to comply with the 
wishes of the United Kingdom. 


The possibility that the United Kingdom might exercise its powers 
under the Ottawa Agreement after July 1934 with respect to placing a 
tariff or a restrictive quota upon either meat or dairy imports has 
caused considerable apprehension in New Zealand. Producers! fears seemed 
for a time realized when the New Zealand Government received the cabled 
proposal of the British Government on February 13, 1935, regarding a 
lensterm meat policy. Since the British domestic beef industry had 
improved very little from the low point of the depression, the British 
Government proposed that a duty should be collected on all meat imports 
(with preference to the Dominions) and the proceeds applied to the 
assistance of the domestic industry. Under this scheme the exporting 
countries would be left free to regulate their exports to the United 
Kingdom market themselves. 


This proposal aroused strenuous opposition among New Zealand 
producers. The official reply pointed out that such a levy would fall 
more heavily upon the New Zealand industry than that of any other coun- 
try supplying the United Kinsdom market. Furthermore, the mutton and 
lamb producers of New Zealani would be heavily penalized "to assist in 
the solution of what is essentially a beef problem." Largely as a re- 
sult of the strong objections to the plan from New Zealand, an agree- 
ment was concluded in July 1935 which exempts New Zealand and the other 
Dominions from any levy on mutton and lamb for a period of 3 years. 


Voluntary regulation of supplies was continued, however. 


Assistance to marketing of dairy products: While the Ottawa 
Asreements secured free entry into the United Kingdom for New Zealand 
dairy products for at least 3 years, prices of dairy products, particu- 
larly those for tutter, continued their downward trend from 1929. The 
low prices, however, did not react to curtail production; in fact, im 
proved farming methods increased production considerably. In spite of a 
65-percent increase in butter production between 1929 and 1935 there was 


a 24—percent decline in total value, with 1932 and 1933 the lowest years. 
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Dairy producers of New Zealand had requested on several occasions 
tnrouzh the ‘weaaeton Government tuat the British Government restrict the 
imports of foreign butter into the United Kingdom. In January 1933, the 


British Govermnent indicated its willingness to comply with this request 
if all sources of supply were brought under regulation. Furthermore, the 
United Kingdom offered to restrict foreien imports twice as much as thos 
from Bnpire sources. The New Zealand zovernment réjected this offer since 
the New Zealand dairy industry for many years has objected to any form of 
quantitative regulation. It was generally felt by dairy vroducers that 
such regulation meant restriction of production in New Zealand which, as 

a young country still developing, would result in reduction of markets 

and stagnation of the industry. 


In 1944, butter orices declined still furtner in the British mar- 
met and many >-roducers reluctantly had come to believe that a quota sys- 


tem of regulated marketing should be instituted as a measure to improve 
the unremuneratively low prices. While the New Zealand producers were 
ssembled in March 1964 to determine some scheme to assist the industry 
from its unfavorable position, the British Government indicated that 
quantitative regulation was no longer an issue. The United Kingdom had 
in the meantime intervened in the interest of its own domestic producers 


by instituting a marketing scheme for milk which encouraged its produc- 
tion and subsidized the producers of cheese. 


Tne Ottawa reement, insofar as it anvlies to the free entry of 
dairy oroducts ao ts United Kingdom, expired in August 1935. A trade 
agreement with Denmark which was renewed June 2O, 1946, precluded a tariff, 
however, since the agreement guaranteed that a duty could not be imposed 
higher than that imposed under the Ottawa Azreement. This action, in ef- 
fect, guarantees free entry for Dominion products since the duty is the 
same as the margin of preference. But the possibility of a quantitative 
restriction is - question which is still viewed with considerable apore- 


q) 
hension in New Zealand. 


While it is difficult to noncaradl the extent to which Gove-nnent 


+ 


measures Nave contributed, New Zealand has made considerable progress 
toward agricultural and national recovery. The value of total exports 


in 1936 in terms of New Zealand currency amounted to 356,700,000 as com- 
pared with $44,900,000 in 1931. Index numbers of export prices indicate 
important price recoveries with farm export prices 13¢ in 19456 as com 
pared with 110 in 1932, and 142 in 1929(average 1909-1913 = 10G). 

Recent statistics indicate a considerable reduction in the disnarity 
between farming costs and export vrices. 


Guaranteed Prices 


By 1955, a considerable improvement in export prices for farm 
commodities over the extremely low levels of 1932 and 193% had taken place. 
Dairy prices, however, continued at relatively low levels. A start had 
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"Due regard having been paid to the several matters mentioned (in 
the. above section), the prices fixed in respect of any dairy produce ex= 
ported after July 31, 1937, shall be such that any efficient producer 
engaged in.the dairy industry under usual conditions and in normal cir- 
cumstances should be assured of a sufficient net return from his business 
to enable him to maintain himself me his family in a reasonable state 
of comfort." 


Moreover, such terms as “efficient producer", "usual conditions", 
and.so forth will not be interpreted by the courts, inasmuch as the Act 
specifically psohnibdits the courts from challenging the guaranteed price 
as fixed by the Government. 


It is obvious that such a plan is beset with a multitude of poten- 
tial difficulties. Who can forecast the course of future prices with 
sufficient accuracy to balance losses against surpluses, as the scheme 
proposes? If guaranteed prices are set above market prices in one period, 
will farmers acceot guaranteed prices below market prices in another 
period in order that the Government may recoup its losses? Moreover, 
it is possible that individual farmers for whose benefit the deficit was 
incurred are not necessarily the same fnrmers who would be required to 
make up tne deficit by receiving guaranteed prices less than market prices. 
Then again there is the problem of increased production which a guaranteed 
price might easily stimulate. These oroblems and many others confront the 

1e 


administration of th uaranteed price scheme. 


Ot 


While the Primary Products Marketing Act now covers only dairy 
products, orovision is made that other commodities may be brought under the 
law. Moreover, the Labor Government proposes as a matter of policy to 
guarantee orices on all farm products. The title of the Act, itself, ex- 
presses tne volicy and social viewpoint of tne Labor Government. It reads, 
"An act to maxe better provision for the marxeting of dairy-produce and 
other primary »roducts so as to ensure for the producers an adequate re- 
muneration for tne services rendered by them to the community." 


The Government expects by guaranteeing prices to avoid the wide 
fluctuations in farm income which have been in the past particularly 
Serious. Furthermore, it hopes to avoid speculative land markets and 
the recurrence of tne farm mortgage situetion which became so burdensome 
in the recent depression and which required such drastic measures to alle- 
viate. As evidence of the trend toward coupling gunrante-=d prices with 
other phases of the New Zealand economy, in August 1926, there was intro- 
duced in Parliament the "Mortgagors and Lessees Rehnbilitation Bill" whi 
revalued farm land based on the guaranteed price. Prices are related al 
to the Sivetenant te labor policy. With the grronipenrtgill oF th 1€ amo unt o 

h 


working cond jitions and the rela tion which wages of i ig ee workers 


should bear to prices. 
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RECENT DEVELOPMENTS 
IN 
FOREIGN AGRICULTURAL POLICY 


GERMAN LAND OWNERSHIP LEGISLATION TIGHTENE 


Governmental powers to control the sale ani transfer of agricul- 
tural land in Germany were materially strengthened by a new law promul- 
gated on January 26, 1937, according to a report from Vice Consul Henry 
P. Leverich at Berlin. The basic objective of the new legislation is 
to create a greater feeling of security and permanence on the part of 
the land owner and thus promote the success of the drive for maximum 
agricultural output. 


The law is especially designed to check the sale of farm land for 
speculative purposes, to discourage absentee ownership, to facilitate 
the purchase of land for agricultural production, to assure owners a fair 
price for such property as they may wish to sell, and to discourage pro- 
prietorship of farm land by persons of "non-Aryan" blood. 


The law of January 26, 1937, is by no means new in principle. in 
fact, it is based upon a law of March 15, 1918, the purpose of which was 
also to regulate the transfer of agricultural property. The original 
law was intended mainly to combat the speculative activities of war profi- 
teers who, as a safeguard against the possible unfavorable outcome of the 
war, were investing their war profits in real estate, a large proportion 
of which was farm land. Since the majority of these investors were in no 
sense farmers, the lan’ wis frequently neglected and total agricultural 
production was unfavor:biy affected. 


Farms falling under the Entailed Estates Law of September 29, 1933, 
and which comprise about one-third of Germany's agricultural area, are not 
affected by the new law. 


The law of January 26, 1937, requires official approval for the 
sale or transfer of all agricultural property in excess of 2 hectares 
(5 acres). It is expected that this will check the recent tendency to 
speculate in land. 


Permits for the sale or transfer of farm land are not necessary in 
the event that one of the parties involved is a Government agency, the 
National Socialist Party, the Reich Railroad, or the Reich Auto Corporation. 
The requirement also is waived if the transaction takes place between hus- 
band and wife or between close relatives. 
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"controlled name" of the wine exported and the numbers and marks of the 
barrels and cases. The detachable part is removed by the customs au- 
thorities and returned to the exporter. No wine bearing a "controlled 
name" may be exported unless it bears this double or detachabdle movement 
certificete. 


In order to meke possible the exportation of high quality old 
wines produced before the enactment of the new law and held in storage 
@ special commission is to be set up whicn will issue green certifica- 
tion labels providing the wines in question possess the quality required 
by the specific texts of the labels for each "controlled name." 


NEW LAND TENURE LAW IN COLO#5BIA 


A translation of the Spanish text of e new land ownership law in 
Colombia, which vecame effective on December 50, 1950, has deen received 
in the Bureau of Agricultural Economics from the Americen Minister in 
Bogote, Mr. William Dewson, 


e new law, all rurel lands "possessed" oy p 
els are presumed to be vrivate property and not pudlic lend 
sion", however, is defined as consisting in the "economic exploitation" 
of the land through "positive ects consistent with ownership", such as 
planting or seeding, use for livestock, forestry, or other acts of equal 
economic signifriceance. 


rivate individu- 


Se "Posses- 


rty not. possessed in this 


All rurel prope sense is presumed to De 
public lend and to belong to the Nation. This presumption can be over- 
come, however, either by the presentation of en original and still valid 

r e or by the presentation of registered titles granted 


ant by the Stet 
ior to the date of the lew. 


The law also contains provisions protecting the rights of those 
who "in good citer Meech on land believed to heve been the property 
of the State provid they have cultivated such land or used it for live- 
stock grazing contimor usly over 2 period of 5 years prior to the enactment 


f tne lew is that were ny all rurel lands 
eutom yrs revert to the State unless "possession", es defined by the 
been exercised saab iimon 
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conservine or increasing the flow of water. Moreover, the Government 
is authorized to regulate the industrial utilization of forest products 
in general and to designate forest reserves. 


Finally the law exempts from its application all lands where 
mining activities, such es oil production, may prevent the economic ex- 
ploitation of the land as defined in the Act. The Government, however, 
will determine and definitely locate each area falling under this provi- 
sion of the law. 


ARGANTINA REDUCSS PRODUCTION ‘OF WINE GRAPES 
For several years one of the principal problems facing the pro- 
ducer of wine grapes in Argentina has been overproduction, according to a 
report from Vice Consul Albert H. Cousens, Jr., in Buenos Aires. This 
Situation has been particularly acute in the grape-producing districts 
of the Provinces of mendoza and San Juan and in the Tsrritory of Rio 
Negro. 


Previous legislation providing for market supporting measures 
had failed of-its objective. The new law provides for the outright de- 
struction of vineyards so as to remove from production 220,000 short 
tons of wine grepes. To eccomplisa that objective, the Federal Executive 
througn the intermediary of the Wine Board is ordered to purchase suffi- 
cient vineyards in full production in grape producing districts to elimi- 
nate tne production of tne 220,000 tons of grapes specified. 


The probable distribution of this purchase, according to the re- 
port, will be es follows: Acreage yielding 143,000 short tons of grapes 
in the Province of Mendoza; acreage yielding 50,009 tons in the Province 
of San Juan; acreage yielding 165,000 tons in the Territory of Rio Negro; 
and an acreage yielding 11,000 tons in other grape producing districts. 


Producers may sell their vineyards to the Wine Board at stipulated 
prices. The lend thus acquired will pess into the public domein and will 
be divided into parcels of not more than 5 hectares (12 acres) each. This 
will be sold to farmers for the cultivation of crops other than graDbes. 

It is understood that the restriction as to the non-cultivetion of grapes 
On such lend is limited at present to 5 years. Not more than one parcel 
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(12 acres) can be acquired by any one family. The sale price will range 
from 500 to 1,000 pesos ($164 to $328) per hectare and may be paid in 
annmuel installments. 
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SOME RECENT SOVIET DECREES AFFECTING AGRICULTURE 


Several important cecrees affecting agriculture in the Soviet 

Union were promulgated by the Soviet Government on the eve of the spring 
sowing campaign. <A decree of the Council of Peoples Commissars of U.S.S.R 
end the Central Committee of the Communist Party, dated March 20, 1937, 
relieved collective farms and individual peasant farmers throughout the 
Union of arrears in the grain tax in kind for 1936. Moreover, by a decree 
of March 23, 1937, concerning contracts for delivery of flax and hemp in 
1937, growers were excused from fulfilling contracts with respect to the 
uncelivered quantities of flax fiber of the 1936 crop. The retum of the 
credits advanced to the growers on such undelivered flex is postponed until 
November 15, 1937. YWhile no official explanation was given, the new mea- 
sures were adopted presumebly because of the severe drought which affected 

large agricultural area in the Soviet Union in 1936. 


The decree of March 20 ordered a reduction in the payments in 
kind for services rendered to collective farms by government machine- 
tractor stations in the case of cereals and sunflower seed. Whereas 
formerly 8 nercent of the grain threshed by the machine-tractor stations 
and 1l percent of the grain harvested by their combines were collected 
by the stations, the charges are now reduced to 7 and 9 percent, respec- 
tively. 


Charges for spring plowing also have been reduced. Formerly these 
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varied from an equivalent of 0.15 bushel per acre (when the officially 
estimated acre yield was less than 4.5 ap of 60 pounds per acre) to 
2e2 bushels per acre (when the acre ee was 19 bushels or more). Under 
the new schedule the spring plowing charges will range from 0.13 to 1.9 
bushels per acre for similar yields. 


For the performance of the mole set of field operations tro 
schedules of payments are established, depending upon whether or not com- 
bines are employed for harvesting. “hen the latter are used the charges 
range from 0.13 to 1.9 bushels per acre for the yields specified above 
in addition to 9 percent of the grain actually threshed by the combines. 
Wnen combines are not employed the charges will range from 6.19 to 2.5 
bushels per acre plus 7 percent of the grain threshed by the machine- 
tractor stations. For a general discussion of machine-tractor stations 
see Foreign Agriculture, Jamary 1937, p. 19. 


New reguletions have also been promulgated with respect to crecits 
for the purchase by collective farms of mineral fertilizers. The Govern- 
ment has been encouraging increased use of mineral fertilizers with a 
view to increasing crop yields. It was found, however, that large quanti- 
ties of fertilizers have accumulated in warehouses or in railway stations 
(sometimes lying in the open) without being delivered to collective farms. 
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i that the-unwillingness or inability of the collective farms 
chase the fertilizer was due to the fact that they had to pay 50 
percent of the price in cash, which was difficult for many of them. 


It has been ordered, therefore, that for fertilizers to be used 
for technical crons except cotton, the collectives need pay only 20 per- 
cent of the cost in cash. Half of the remainder is to be paid after the 
ting of this vear's crop and the other half after the marketing of 
next year's crop. In the case of fertilizer used for grain and tame hay, 
the cash payment is set at 10 percent, with 40 percent of the remainder 
to be paic after marketing of this year's crop and 60 percent after the 
marketing of next year's crop. For fruit trees the cash payment is 15 
percent, with 45 percent of the balance to come due at the end of the 
present crop season and 55 percent at the end of next crop season. For 


cotton the casn ».aymer.t is 75 percent, and the balance is payable after the 


marketing of the current crop. The collectives are to pay 3 percent in- 
terest on the credits for fertilizer to be retirec at the end of the cur- 
rent season and 4 percent on the portion to be retired at the end of the 
next crop season. 


